The market for higher education is similar to other markets in many ways, but there are also important differences. As one example, the fi rms in most markets are profi t-seeking, but the objectives of the colleges and universities that supply higher education are not as clear.
This Economic Commentary attempts to shed light on the behavior of colleges in one specifi c setting by studying the institutions to which colleges compare themselves when given an opportunity to make such comparisons. As part of the US Department of Education's Integrated Postsecondary Education Data System (IPEDS) data collection effort, colleges are asked to list a group of institutions that they will be compared to in a Data Feedback Report. The Data Feedback Report includes information on admissions, enrollment, graduation rates, and fi nances. Colleges are given little direction on how to form their comparison groups, and they thus have broad discretion to list whichever comparison institutions they choose.
Who do colleges compare themselves to in this situation? Do they compare themselves to peers, to institutions they aspire to be like, or to institutions to which they compare favorably? Does geographical proximity play a role? Do the answers to these questions differ between public colleges, private colleges, and for-profi t colleges? 2 I investigate these questions and, in doing so, shed light on which institutions colleges are paying attention to and might be using as a reference group. This may provide insight into how colleges view themselves, which may ultimately add to our understanding of their goals and objectives.
Custom Comparison Groups in the Integrated Postsecondary Education Data System
Peter Hinrichs* This Economic Commentary studies the behavior of colleges when they are asked to list a set of comparison group colleges in annual data reporting for the US Department of Education but are given little direction on how to do so. I fi nd that, relative to themselves, colleges tend to list for comparison colleges that are more selective, are larger, and have better resources. One possible interpretation of these fi ndings is that colleges overestimate where they stand relative to others, although an alternative interpretation is that colleges have accurate views but list comparison institutions based on aspirations. An additional purpose of this exercise is to study whether the custom comparison groups colleges list might be useful when conducting research about colleges. A control group is necessary when estimating the effects of policies and programs that cover specifi c colleges. A case could be made that colleges themselves have the best information about the colleges to which they are most comparable, and they might list these colleges as comparison institutions in IPEDS. As it turns out, though, it appears that colleges list institutions for comparison that are quantifi ably different from themselves, a strategy which limits the usefulness of these data for research purposes.
IPEDS Data Feedback Reports
IPEDS is conducted every academic year and is roughly a census of higher education institutions in the United States. The National Center for Education Statistics (NCES) in the US Department of Education surveys these institutions about enrollment, fi nances, staffi ng, graduation rates, and other institutional characteristics.
Since 2004, the NCES has annually sent Data Feedback Reports to college presidents and the staff members responsible for submitting IPEDS data. 3 These reports use a variety of variables (e.g., the average amount of fi nancial aid received by undergraduate students or the number of fulltime-equivalent staff broken down by occupational category) to compare each institution to the median value of a set of comparison institutions. Since 2005, institutions have been able to submit their own custom comparison groups. 4 As noted earlier, colleges have broad discretion over which institutions to list as comparison institutions.
Interestingly, the data used for the Data Feedback Reports are available to the public online, and thus the institutions or any interested person could create something akin to a Data Feedback Report themselves. Despite this, a fairly large share of institutions submit a custom comparison group, thereby making public both the identities of the institutions they selected for comparison as well as how they compare to those institutions. students on average, relative to 6,660 students at listing institutions. And the six-year graduation rate at comparison institutions is 58.4 percent, relative to 53.0 percent at listing institutions. One interpretation of these fi ndings is that colleges overestimate where they stand relative to others, although an alternative interpretation is that colleges have accurate self-assessments but list comparison institutions based on aspirations. In any event, the fact that colleges do not appear to be listing institutions that are equal peers limits the utility of the data for researchers looking for suitable control groups to use when conducting empirical analyses of higher education policies and programs.
Analysis Sample and General Facts
Notably, geographical proximity does not seem to be a dominant factor in forming a comparison group. Table 2 shows that only about 28.3 percent of the listed comparison institutions are in the same state as the listing institution. For those cases in which the listing institution is located in either a metropolitan statistical area or a micropolitan statistical area, only 13.6 percent of the comparison institutions are in the same primary statistical area and only 10.1 percent are in the same core-based statistical area.
7 These percentages are higher than they would be if colleges were picking comparison groups completely at random from the set
Table 2. Geographical Location of Comparison Institutions
Notes. The table shows means weighted by the reciprocal of the number of institutions listed by the listing institution. The SAT score is the average of the 25th and 75th percentiles on the math section, added to the average 25th and 75th percentiles on the verbal section. The abbreviation "pp" stands for "percentage points." Due to rounding, numbers in the "Difference" column may not equal the differences between the "Comparison" and "Own" columns. Source: Author's calculations from IPEDS data, National Center for Education Statistics, US Department of Education.
Notes. The table shows percentages weighted by the reciprocal of the number of institutions listed by the listing institution. "PSA" stands for "primary statistical area," and "CBSA" stands for "core-based statistical area." "Same PSA" and "Same CBSA" are calculated only for listing institutions in a metropolitan or micropolitan statistical area. Source: Author's calculations from IPEDS data, National Center for Education Statistics, US Department of Education. of all colleges across the United States, but they do not suggest a situation in which comparison groups are highly geographically concentrated. 6. The results shown here weight each observation (i.e., combination of a listing institution and listed institution) by the reciprocal of the number of institutions listed by the listing institution so as to weight the listing institutions equally. The reason for this is to avoid giving extra weight to an institution simply because it has listed a large number of comparison institutions. However, the results are generally qualitatively similar when giving all observations equal weight. The one exception is that the student-to-faculty ratio at comparison institutions is slightly higher than at the listing institutions when weighting all observations equally.
7. A "core-based statistical area" is either a metropolitan statistical area or a micropolitan statistical area, while a "primary statistical area" is a combined statistical area (i.e., a combination of core-based statistical areas) or a core-based statistical area that is not part of a combined statistical area. 
